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153

Higher Education Facilities Bond Act
of June 1992
Official Title and Summary Prepared by the Attorney General
HIGHER EDUCATION FACILITIES BOND ACT OF JUNE 1992

• This act authorizes a bond issue of nine hundred million dollars ($900,000,000) to fund the construction
or improvement of California's public college and university facilities .
• A.uthorized projects for the 138 public campuses shall include, but are not necessarily limited to,
earthquake and other health safety improvements, modernization of laboratories to keep up with
scientific advances. and construction of classrooms and libraries.

Final Votes Cast by the Legislature on SB 119 (Proposition 153)
Assembly: Ayes 66
~oes 6

Senate: Ayes 31
:\oes 1
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Analysis by the Legislative Analyst
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California's system of public higher education includes
the C ni versi tv of California. the California S ta te
University, th~ California Community Colleges, the
Hastings College of the Law, and the California Maritime
Academy. This system has 138 campuses serving about 2
million students.
The C niversity of California has nine campuses, with a
total enrollment of about 158,000 students. This system
offers bachelor, master, and doctoral degrees. and is the
primary state-supported agency for research.
The California State University system has 20
campuses, with an enrollment of about 362,000 students.
The system grants bachelor and master degrees.
The California Community Colleges provide
instruction to about 1.5 million students at 107 campuses
operated by 71 locally governed districts throughout the
state. The community colleges grant associate degrees
and also offer a variety of vocational skill courses.
The Hastings College of the Law is governed by its
own board of directors and has an enrollment of about
1,270 students.
The California Maritime Academy provides instruction
for students who seek to become licensed officers in the
U.S. Merchant ~Iarine. The academy has an enrollment
of about 400 students.
The state provides money to support these institutions
,bf public higher education. This support covers both
''''/ongoing operating costs and capital improvements. Since
1986, the voters have approved three general obligation
bond measures totaling about 81.5 billion for capital
improvements at public higher education campuses.
='iearly all this money has been spent or committed. In

addition. since 1986. the Governor and the Legislature
have provided more than 81.2 billion for public higher
education facilities from lease-revenue bonds.
Proposal
This measure authorizes the state to sell $900 million in
general obligation bonds for California's public higher
education system. General obligation bonds are backed
by the state, meaning that the state is obligated to pay
the principal and interest costs on these boncis. General
Fund revenues would be used to pay these costs. These
revenues come primarily from state income taxes, sales
taxes, and corporate profits taxes.
The bond money \\'ould be used to construct new
buildings, alter existing buildings, and purchase
equipment for use in the new or altered bUildings. The
state also would be authorized to purchase sites for
certain California State University off-campus centers.
The Governor and the Legislature would decide how
to spend the bond money. The measure. however.
prohibits the expenditure of the bond proceeds for the
acquisition or development of new campuses.
Fiscal Effect
For these types of bonds, the state typically makes
principal and interest payments from the state's General
Fund over a period of about 20 years. If all of the bonds
authorized by this measure are sold at an interest rate of
7 percent, the cost would be about 81.56 billion to payoff
both the principal (03900 million I and interest (about
8660 million), The a\'erage payment for prinCipal and
interest \\'ould be about 878 million per year,

For text of Proposition 153 see page 19
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Argument in Favor of Proposition 153
California's economy depends on its colleges and universities.
and California has created one of the finest systems of public
higher education in the world. Tomorrow's jobs require more
education than ever before, especially in the scientific and
technical fields that are of critical economic importance to our
society. The projects funded by this bond act will enable our
public colleges and universities to train the teachers, scientists,
doctors, and engineers who will attract and keep industry and
jobs in California.
The people of California have created and supported the
University of California, the California State University, and the
California Community Colleges, a coordinated system that
guarantees every high school graduate an opportunity to
pursue a college education according to the student's
preparation and personal goals.
These public colleges and universities, with 135 campuses
and more than one and one-half million students, contribute to
California's economic prosperity through their research and by
preparing well-trained individuals for positions in a wide
variety of careers, including business. teaching, medicine. law,
science, agriculture, and public service.
PROPOSITION 153 WOCLD PROVIDE 8900 MILLIO~
FOR PROJECTS !\iEEDED TO:
• ACCOMMODATEI:\CREASES IN STUDE!\T
E!\ROLLMENTS. :\ew and renovated classrooms,
libraries, and laboratories are urgently needed on our
campuses to keep pace with the increasing number of
California's high school graduates who want to attend
college. The state's total population is increasing by

approximately 800,000 each year; also, more than 250,000
students graduate from our high schools each year; and, the
California Postsecondary Education Commission recently
reported that our higher education enrollments will
increase by 700,000 students over the next 15 years.
Without a carefully planned and cost-effective expansion to
meet rising enrollments, our colleges and universities will
become badly overcrowded and not able to accommodate
all eligible students.
• ADAPT TO !'l'EW TECHNOLOGY. Rapid development
in technology, a direct result of research in our higher
education system, has increased the need for
state-of-the-art instructional and research laboratories.
Such facilities are essential if our students are to learn and
use the very latest in scientific knowledge, and if California
is to compete successfully in today's technology-based
:-narketplace.
Every construction project to be funded from this bond
measure is reviewed and approved by the Governor and the
State Legislature, and the projects will only be built on our
existing public college and university campuses.
WE URGE YOU TO VOTE YES ON PROPOSITIO:\ 153.
SENATOR GARY K. HART
Chairman, Senate Education Committee
KIRK WEST
President, California Chamber of Commerce
DAVID PIERPOI\'T GARDNER
President, University of California

Rebuttal to Argument in Favor of Proposition 153
Senator Gary Hart is back 'with a whopping tax hike like one
voters already rejected in !'l'ovember 1990.
He savs we need well-educated workers to handle scientific
and te~hnical jobs in the future. But he and other state
legislators have enacted outrageous taxes and thousands of laws
and regulations that drive jobs out of California. Currently,
600,000 Californians are unemployed. They must wonder what
jobs these hopeful college graduates will be able to find.
A poll shows 27% of Los Angeles-area businesses would leave
California if they could. Other states promote jobs and growth;
California promotes taxes, regulations, and hostility to business.
The result: economic stagnation. Maybe if Senator Hart and his
119 colleagues would repeal some laws instead of passing 1,500
new ones every year, the economy would start growing again.
Then we might consider Proposition 153.
Senator Hart argues that increased university enrollment
requires new buildings and laboratories. Right now, though,
universities are cutting budgets, laying off instructors, and

10

butchering classes and programs. The Cal State system has
alr.eady laid off 1,500 lecturers. If Proposition 153's bonds build
these new facilities, will our taxes then be raised even more to
fill them with instructors and educational programs?
California universities are burdened by hordes of highly-paid
administrators. Instructors are burdened with students who
graduate from high school functionally illiterate, in need of
remedial education before they can handle college courses.
Don't burden taxpayers as well by putting them in more debt.
VOTE NO on Proposition 153.
ANTHONY G. BAJADA
Lecturer, California Stllte University, LOll Angeles
RICHARD B. BODDIE
Adjunct Profeuor of Busine311 and Law
JOHN R. VERNON
Member, Stllte Executive Committee,
Libertarian Parly of California

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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On .\'ovember 6, 1990 voters rejected Proposition 143, a 3450
million higher education bond. ::-';ow Proposition 153 proposes
that taxpayers pay $900 million plus about $700 million interest
on education bonds over a 20-year period. The politicians in
Sacramento just don't get it. The people of California know the
economy is floundering. We are sick and tired of higher taxes
and more government spending. And bonds almost double the
cost of any government project.
Taxpayers, most of whom don't have college-age children,
alreadv subsidize students who attend government-run
univers·ities. Politicians seem to believe that a college education
is a God-given (or taxpayer-given) right. We disagree. People
may choose higher education-but only based on their
determination and ability to pay.
The universities of California (in spite of the fact they are run
by the government), provide top educational training and
opportunity to students at a cost that is far greater than the
students' tuition. The difference is made up by-you guessed
it-taxes and big spending bills (like the one you are asked to
vote for here).
A person who gets a college degree and finds employment
and a meal ticket as a result of graduating from a California
university ought to pay the entire cost himself, or find someone
else who will pay (such as a scholarship fund). Fcrcing single
people ' the elderlv,
. and childless couples to foot the bill is

should also be called to account. It's time for more corporate
scholarships and business-sponsored institutions of learning.
Businesses could also be encouraged to donate buildings as
tax-deductible contributions to higher education.
We all learn in Economics 101 that something free is
overutilized. When a token fee of just 325 was instituted in the
community college system. enrollment dropped off sharply.
In the California State Cniversity system, if you calculate the
number of current enrollees versus the number who will
actually graduate, you can see there is a huge difference, There
is a lot of waste and overuse of the system because the cost is so
low.
Something worth having is worth paying for. If S900 million is
truly needed at these schools, then the people who use the
facilities should pay for them.
When you vote June 2, remember that bonds are not "free
money." Taxoayers will ha\'e to pay back over 31.6 billion in
principal a::.: interest over 20 years on Proposition 153 alone.
You said 0-;(; to the politicians in 1990. Sav:-';O again this time.
E;\;OUGH IS E:'IiOCGH!
VOTE ::-';0 on Proposition 153.
TED BROWN
Chairman, Libertarian Party of Los Angeles County

. j' ,\.~·!Jwrong.
1,

RICHARD B. BODDIE
Adjunct Professor of Business and Law
ANTHONY G. BAJADA
Lecturer, California State [;niversity, Los Angeles

Businesses that benefit from the university gravy train by
getting the taxpayers to pay for their employees' training

Rebuttal to Argument Against Proposition 153
\iaintairung an affordable, quality higher education system in
California benefits not onlv students, but everv Californian.
PROPOSITIO.\' 153 IS ',VOT A TAX I::-';CR'E.\SE. IT IS A.V
INVESTJIENT I.V CALIFORNIA THAT VVILL PA. Y HCGE
DIVIDE.VDS .VOWAND IS THE FLTLRE.
Businesses and industries invest in states with first rate
community colleges and universities. Young people are given
hope of brighter economic futures allowing them to become
productive members of our society. A better educated
workforce increases California's economic competitiveness
with other states and other nations. :\ STRO;\iG HIGHER
EDUCATION SYSTEM IS.\ PREREQCISITE OF A STRONG
CALIFORNIA ECONOMY.
Proposition 153 is the best way of funding critical
improvements in classrooms, laboratories, libraries and other
facilities at our community colleges and universities.
Proposition 153 will:
• Create 13,000 jobs building needed classrooms and
laboratories.
• Generate a payroll of $450 million.
• Increase economic activity by approximately $2 billion.
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Bond funds are commonlv used by government and private
industry to finance long-term construction needs. Given the
unprecedented low interest rates, now is the time to fund these
urgent construction and modernization projects on our public
school campuses. To argue that the state should not use bonds
to finance long-term construction projects is like saying that
homebuyers should not use mortgages to finance their homes.
Proposition 153 will create jobs, help spur economic recovery
and ensure that California's higher education system remains
one of the finest.
VOTE YES O.\' PROPOSITIO\: 1.3.3-FOR OCR
ECONOMIC STRE:\GTH TODAY ,\:\D TOMORROW!

~uthors ~nd

SENATOR GARY K. HART
Chairman., Senate Education Committee
DAVID .MERTES
Chancellor, California Community

Colle~es

JOHN F. HENNI:'>iG
Executive Secretary/ Treasurer
California Labor Federation AFL-CIO

have not been checked for .tccurac\'
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Proposition 153: Text of Proposed Law

)

This law proposed by Senate Bill 119 (Statutes of 1992,
Chapter 13) is submitted to the people in accordance
~vith the provisions of Article XVI of the Constitution.
~' This proposed law adds sections to the Education
Code; therefore, new provisions proposed to be added
are printed in italic type to indicate that they are new.
PROPOSED LAW
SECTIO~

Chapter 14.6 (commencing with
Section 67358) is added to Part 40 of the Education Code,
to read:
1.

CHAPTER 14.6.

HIGHER EDUCATION F.4CILITIES

1992
Article 1. General Provisions
67358. This chapter shall be known and may be cited
as the Higher Education Facilities Bond Act ofJune 1992.
67358.1. The Legislature finds and declares all of the
following:
.
(a) California s economic and social prosperity relies
on a higher education system that keeps pace with
California's growth. In the coming decades, the state's'
economic prosperity will depend on increasing the
producticity of the work force and on the ability to
compete successfully in the world marketplace.
(b) The system of public higher education in this state
includes the University of California containing nine
campuses, the California State [;niversity containing 20
campuses, the California Community Colleges consisting
...f([ 71 districts containing 107 campuses, the Hastings
allege of the Law, the California Maritime Academy,
. 2nd their respective off-campus centers. Each of these
institutions plays a vital role in maintaining California's
dominance in higher education in the United States.
(c) Over the last several years, studies have been
completed by the UniverSity of California. the California
State University, and the California Community Colleges
to assess their long-term and short-term capital needs.
Those studies demonstrate that the long-term and
short-term needs total, in the aggregate, several billion
dollars.
(d) The purpose of the Higher Education Facilities
Bond Act of June 1992 is to assist in meeting the capital
outlay financing needs of California's public higher
education system.
67358.2. As used in this chapter, the follOWing terms
have the following meanings:
(a) "Committee" means the Higher Education
Facilities Finance Committee created pursuant to Section
BOND ACT OF JUl'lE

67353.

(b) "Fund" means the 1992 Higher Education Capital
Outlay Bond Fund created pursuant to Section 67358.3.
Article 2. Higher Education Facilities Bond
Act Program
67358.3. The proceeds of bonds issued and sold
pursuant to this chapter shall be deposited in the 1992
Higher Education Capital Outlay Bond Fund. which is
. ?reby created.
57358.4. The committee shall be and is hereby
authorized to create a debt or debts. liability or
liabilities. of the State of California pursuant to this
chapter for the purpose of funding aid to the University
P92

of California, the California State Unit.:ersity, the
California Community Colleges, the Hastings College of
the Law, and the California Jlaritime Academy for the
construction, including the construction of buildings
and the acquisition of related fixtures; the equipping of
new, renovated, or reconstructed facilities; funding for
the payment of preconstruction costs, including, but not
limited to, preliminary plans and working drawings;
renovation and reconstruction of facilities; and the
construction or improvement of off-campus facilities of
the California State Fnir;ersity approved by the Trustees
of the California State eniversity on or before July 1,
1990, including the acquisition of sites upon which th:Jse
facilities are to be constructed.
The addition of the Hastings College of the Law to this
section is not intended to mark a change from the
funding authorizations made by Section 67354, as
contained in the Higher Education Facilities Bond Act of
1986, or Section 67334, as contained in the Higher
Education Facilities Bond Act of 1988. but is intended to
state more clearly what u'as intended by the Legislature
in those sections as teell.
Article 3. Fiscal Pror.:isions
67358.5. (a) Bonds in the total amount of nine
hundred million dollars ($900.000,000), not including
the amount of any refunding bonds issued in accordance
with Section 67359.3. or so much thereof as is necessary,
may be issued and sold to provide a fund to be used for
carrying out the purposes expressed in this chapter and
to reimburse the General Obligation Bond Expense
Revolving Fund pursuant to Section 16724.5 of the
Government Code. The bonds shall, when sold, be and
constitute a valid and binding obligation of the State of
California, and the full faith and credit of the State of
California is hereby pledged for the punctual payment
of both principal of, and interest on, the bonds as the
principal and interest become due and payable.
(b) Pursuant to this section, the Treasurer shall sell
the bonds authorized by the committee at any different
times necessary to service expenditures required by the
apportionments.
67358.6. The bonds authorized by this chapter shall
be prepared, executed, issued, sold, paid, and redeemed
as provided in the State General Oblil(ation Bond Law
(Chapter 4 (commencing with Section 76720) of Part 3 of
Division 4 of Title 2 of the Government Code), and all of
the provisions of that law shall apply to the bonds and to
this chapter and are hereby incorporated in this chapter
as though set forth in fuLl in this chapter. For purposes
of the State General Obligation Bond Law, each state
agency administering an appropriation of the bond fund
is designated as the "board" for projects funded by those
appropriations.
67358.7. The committee shall authorize the issuance
of bonds under this chapter only to the extent necessary
to fund the apportionments that are expressly authorized
by the Legislature in the annual Budget .-lct. Pursuant to
that legislative direction, the committee shall determine .
whether or not it is necessary or desirable to issue bonds
authorized pursuant to this chapter in order to carry out
the actions specified in Section 67358.4 and, if so, the
19

amount of bonds to be issued and sold. Successive issues
of bonds 'may be authorized and sold to carry out those
actions progressively, and it is not necessary that all of
the bonds authorized to be issued be sold at anyone
time.
67358.8. There shall be collected each year and in the
same manner and at the same time as other state revenue
is collected, in addition to the ordinary revenues of the
state, a sum in an amount required to pay the principal
oj, and interest on, the bonds each year. and it is the
duty of all officers charged by lau.: with any duty in
regard to the collection of the revenue to do and perform
each and every act that is necessary to collect that
additional sum.
67358.9. Notwithstanding Section 13340 of the
Government Code. there is hereby appropriated from the
General Fund in the State Treasury. for the purposes of
this chapter, an amount that will equal the total of the
following:
(a) The sum annually necessary to pay the principal
oj, and interest on. bonds issued and sold pursuant to
this chapter. as the principal and interest become due
and payable.
(bj The sum necessary to carry out the provisions of
Section 6';359. appropriated u'ithout regard to fiscal
years.
67359. (a) For the purposes of carrying out this
chapter, the Director of Finance may, by executive order,
authorize the withdrawal from the General Fund of an .
amount or amounts not to exceed the amount of the
unsold bonds that have been authorized by the
committee to be sold for the purpose of carrying out this
chapter. Any amounts withdrawn shall be deposited in
the fund. Any money made available under this section
shall be returned to the General Fund, together with
interest at the rate paid on moneys in the Pooled Money
Investment Account, from money received from the sale
of bonds for the purpose of carrying out this chapter.
(b) No funds shall be expended pursuant to this
chapter for the acquisition and development of new
campuses that· would increase the number of campuses
designated in Section 67358.1.
(c) Any request forwarded to the Legislature and the
Department of Finance for funds from this bond issue
for expenditure for the purposes described in Section
67358.4 by the University of California, the California
State University, or the California Community Colleges
shall be accompanied by the five-year capital outlay
plan of the particular university or college and shall
include a schedule that prioritizes the seismic retrofitting
needed to significantly reduce, by the 2000-()] fiscal year.
in the judgment of the particular university or college,

seismic hazards in buildings identified as high priority
by the university or college.
6';359.1. All money deposited in the fund that is
derived from premium and accrued interest on bonds"...
sold shall be reserved in the fund and shall be available
for transfer to the General Fu nd as a credit to
expenditures for bond interest.
67359.2. The board may request the Pooled Money
Investment Board for a loan from the Pooled Money
Investment Account, in accordance with Section 16312 of
the Government Code, and may execute those documents
required by the Pooled Money Investment Board to
obtain and repay the loan. The loan shall be deposited in
the fund for the purpose of carrying out the prm:isions of
this chapter. The amount of the loan shall not exceed the
amount of the unsold bonds that the committee. by
resolution, has authorized to be sold for the purposes of
this chapter.
67359.3. Any bonds issued and sold pursuant to this
chapter may be refunded by the issuance and sale or
exchange of refunding bonds in accordance u'ith Article
6 (commencing with Section 16780) of Chapter 4 of Part
3 of Division 4 of Title 2 of the Government Code. The
approval by the electors of this state of the issuance and
sale of bonds under this chapter includes approval of the
issuance and sale or exchange of any bonds issued to
refund either those bonds or any previously issued
refunding bonds.
67359.4. Notwithstanding any provision of this
chapter or the State General Obligation Bond Law set
forth in Chapter 4 (commencing with Section 16720) of
Part 3 of Division 4 of Title 2 of the Government Code, if'~'
the Treasurer sells bonds pursuant to this chapter thai'
include a bond counsel opinion to the effect that the
interest on the bonds is excluded from gross income for
federal tax purposes under designated conditions, the
Treasurer may maintain separate accounts for the
investment of bond proceeds and the investment
earnings on these proceeds, and the Treasurer shall be
authorized to use or direct the use of these proceeds or
earnings to pay any rebate, penalty, or other payment
required under federal law or to take any other action
with respect to the investment and use of bond proceeds
required or desirable under federal law so as to maintain
the tax-exempt status of those bonds and to obtain any
other advantage under federal law on behalf of the
funds of this state.
67359.5. The Legislature hereby finds and declares
that, inasmuch as the proceeds from the sale of bonds
authorized by this chapter are not "proceeds of taxes" as
that term is used in Article XIII B of the California
Constitution, the disbursement of these proceeds is not
subject to the limitations imposed by that article.
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